The objective of the research is to know the factors that in Spain determine the choice of banking organization. The obtained results indicate that the dimension of the network of branches is the reason more valued. In spite of the increasing symmetry of the Spanish banking market, the preferences of the clients of the savings banks and those of the banks are not absolutely coincident, being the proximity -the main reason for election-much more valued by the former than by the latter. The existence of divergences in the preferences has also been detected according to the region and the typology of city of residence.
Introduction
Since the mid-1980s, a series of closely related factors have radically altered the structure of the Spanish Banking System. Firstly, the process of deregulation, begun some years ago, has reached its conclusion, thus lifting the restrictions that had previously limited the competition between spanish banks. Secondly, the so called desintemediation has increased the options available to customers giving them greater power to negotiate with different banking entities.
Technological advances, particularly in the fields of telecommunications and IT, have significantly reduced the entry barriers to the banking market, thus allowing other companiesfinancial and non-financial -to offer products and services often with greater efficiency than existing banks and savings banks.
In this eminently competitive market "las cajas de ahorros"(savings banks) having steadily increased their market share with respect to banks and have become the principal agents in the Spanish Banking System. In light of these developments, the aim of this paper is to study the factors that influence the choice of baking entity in Spain. Despite the obvious importance of such question, there are virtually no studies of the spanish case and the body of academic literature on the subject is small. The methodology adopted here is a discrete choice model, where the dependent variable records the probability of a given event: in this case, the probability that an individual focuses on a particular factor when choosing a bank firm.
The paper is organised as follows. After describing the database used in the research (section 2) we analyse the factors that determine the choice of baking entity among spanish customers, focusing particularly on the socio-economic and geographical features that influence on this decision (section 3). We then present the factors that increase the probability of choosing a savings bank (section 4) and finally give the principal conclusions of the study.
Previous studies and database
Precise knowledge of the preferences of the users of banking services and, more specifically, of the factors that influence the choice of banking firm is a priority issue for banking entities, since their survival ultimately depends on this information. It should come as no surprise, then, that these companies periodically carry out systematic analyses of the preferences and habits of their customers and that the information obtained are considered "sensitive material". The strategic character of this information and the lack of public databases 1 explains the relative scarcity of academic literature on the subject. There are nonetheless certain studies, such as Kaynk and Kucukemiroglu (1992) , which analyse the determining factors behind the choice of banking entity in Hong Kong, Boyd (1994) , which analyses the preferences of customers in the United
States, Devlin (2002) , which measures the importance of the level of education possessed by customers in their choice of company, and Devlin and Gerrard (2004) , which orders the various selection criteria according to importance. Needless to say, there are considerable differences in terms of the methodologies used (personalised survey, phone survey, etc.), the sample size and the way in which the results are analysed.
On the spanish case, the work of Coello (1997) is in fact the only reference available. Coello uses a logit binomial to estimate the probability of choosing a bank or savings bank by analysing the characteristics of the customers and of the banking entities. In order to relate the characteristics of the entities, he constructs a group of proxys that represent the most relevant features: the price of products (based on interest rates of deposits and credit), the quality of service (employees per branch), the feeling of security transmitted (participation of the entity in the total national market) and the transport costs for customers (determined by the branches of each entity in each province). Aware that there are no data broken down geographically for many of the variables and that it is therefore not possible to ensure sufficient variability between individuals to provide significance, Coello groups the characteristics of the two entity typesbanks and savings banks-based on the considered averages of the individual data, where the consideration is based on the relative importance of each entity within the region. The problem with this procedure is that all of the characteristics are essentially reduced to approximations of the number of branches in each region, which is why the approach was not used in this study.
Instead, we decided to exploit the information provided by the FRS/INMARK, a private consultancy firm that since 1988 study the financial habits of the spanish people through faceto-face interviews with a representative population sample. Participants in the survey are asked to specify which factors they considered when choosing a bank firm, making this a good starting point for determining the characteristics that carry most weight in the decision. The survey also provides most of the socio-economic characteristics of the participants (sex, marital status, age, level of education, level of income, profession), thus making it possible to estimate how they influence the selection of banking entity. We therefore know the region the participant is from, the town of residence and the name of the entity or entities they bank with, which will allow us to identify possible variations in the reasons behind their choices due to particular regional characteristics (it is possible that certain features are valued more than others in certain regions of Spain) and according to the type of entity (bank or savings bank).
Fuente: FRS/INMARK

The choice of bank: determining factors
To facilitate the interpretation of results and subsequent econometric modelling, the features included in the survey have been placed into six groups: proximity, quality of service, security, recommendation, price and others. As can be seen in table 1, almost half of the survey participants (48.5% to be exact) consider the size of the network of branches (proximity) the main factor in the choice of bank firm 2 . It is understandable, then, that the managers of banking entities see the opening of new branches as the most efficient means of increasing market share, thus explaining why Spain is one of the western countries with the highest network of branches.
It is more surprising that the group of "other reasons" ranks second (20.11%) in the relative importance between different selection criteria. This is explained by the fact that these factors (payment of bills by direct debit, mortgage management and receiving pay checks) should be considered more the consequences of banking with a particular entity rather than a selection criterion per se. Also notable is the high percentage of participants (18.34%) that claim to base their choice on the recommendation of a relative and/or through mere habit. Opportunities and incentives provided for child savings accounts seem to have a greater impact than expected, albeit considering that their influence decreases with customer age. The remaining factors considered by spanish customers when selecting a bank firm are quality of service and (to a far lesser degree) security. It is interesting to note the negligible influence of prices of financial products in the choice of bank or saving bank. This fact has also been highlighted in much of the existing international literature (Devlin and Gerrard, 2004, for example) .
2 Given that we have only been able to consult the survey for 2003, the study shows the factors that influence the choice of banking entity at present; the analysis of possible changes in preferences that have developed over time must therefore be left for a subsequent study. Fuente: FRS/INMARK
The above results seems to suggest that spanish customers give greater importance to the extrinsic features of banking firms (the number of branches, the reputation and the strength of the company name, to give a few examples) than to the specific characteristics of the services required (the interest paid on credit and commissions charged for direct debits). A possible explanation for this behaviour is that the extrinsic features, since they cover the general aspects of the entity, are easier to evaluate than the specific characteristics, which are considered to be largely homogeneous between different entities.
The data in between the services they offer. We will return to this issue later in the paper.
The incidence of socio-economic characteristics
Having identified the factors that influence the choice of banking entity, the next step is to analyse the effect of individual characteristics on the stated reasons for customer choices 3 To this end, the explanatory variables have been divided into two groups: socio-economic (age, sex, level of education, marital status and level of income) and geographical (the region in which the customer lives and the size of the city of residence). Participants are asked decide between various unordered alternatives, so a multinomial logit 4 model is appropriate. In order to determine possible differences according to the type of banking entity selected, three different estimations were performed; the first includes all individuals regardless of whether they opt for savings banks or banks; the second considers only those individuals that choose savings banks;
and the third considers only bank customers. Remember that the parameters are considered relatively to the base category of the endogenous variable 5 and that the parameters, when significant, indicate the direction in which the probability of preferring one determining factor varies, but they cannot be interpreted in terms of elasticity (they do not quantify the variation). Table 2 shows the results of the combined estimation of socio-economic variables. The parameters associated with the age variable are significant and take negative values for recommendation (the youngest participants -those aged between 16 and 25-give greater importance to family recommendation or habit than older customers when choosing a bank 3 Before performing the estimations we depurated the data. To prevent correlation between the different alternatives, we discarded the observations of individuals who chose proximity as the most important factor and reasons such as quality of service or security as secondary factors. For the reasons explained (not being a deciding factor as such) we also discarded the observations of those individuals who claimed to have based their choice on "other reasons" and those of participants who did not provide relevant personal details (level of education, for example). Finally, we decided to focus the study on the operations of banks and savings banks, discarding the observations of individuals who opted for other types of financial companies. These decisions reduced the size of the sample, although it remains sizeable (4771 participants) and representative. Table 1 .A of the appendix shows the composition of the FRS/INMARK sample and of the sample used in the econometric estimations. 4 We consider an individual who must choose his bank for the next years. The choice will be made based on the selection criterion that will be most useful to the customer. Of course, a selection criterion does not increase usefulness by itself, but in the sense that it is based on an underlying attribute -for example, an individual that bases the selection on "transport costs" (that is, the size of the network of branches) will, by basing the decision on this factor, be able to find branches more easily, thus increasing the usefulness of the factor. 5 By way of example, if we consider the quality of service variable and focus on the parameter of the explanatory variable levels of education, we would say that in comparison with the case of the proximity variable, customers with a high level of education give greater importance to the quality of service than those with a lower level of studies.
firm. This is probably because these younger customers are dealing with such companies for the first time and are therefore less well informed. As is to be expected, as the customer gains experience the importance of recommendation decreases while the relative importance of proximity increases. Age also conditions the importance given to the quality of service. Note that although customers give greater value to proximity as they grow older, from the age of 65 the relative value attached to the quality of service is greater than when the same customers were in the group of 16 to 25 year olds. The dependent variable is a qualitative variable that represents the reasons for choice proximity, quality of the service, security and recommendation. The base category of the independent variable is proximity. Method of estimation: logit multinomial. The marginal effects of those significant parameters are only shown The standard errors appear between parenthesis. (***): significant coefficient to 1%, (**) significant coefficient to 5%, (*): significant coefficient to 10%.
The parameter of the sex variable is not significant in any case, suggesting that gender does not influence the choice, while the marital status variable only appears to condition the importance given to the quality of service, this being an attribute valued more by married individuals or those with partners than by single individuals. As expected, individuals with high levels of education place greater importance on the quality of service than other customers. If we consider levels of education to be a proxy of the degree of knowledge about banking products and services, we could also assume that the higher the level of education possessed by customers, the less likely they would be to consider family recommendations when choosing a bank or savings bank. However, this initial impression is not supported by the evidence, since those individuals with a higher level of education also value recommendation more than the other groups.
The level of income variable shows significant parameters for quality of service as a determining factor (the value given to quality of service is greater the higher the income). A possible explanation for these results is that individuals with higher levels of income are more selective (and demand more personalised attention) and so give less importance to the size of the network of branches of a particular entity. It can also be seen that the parameter of the level of family income variable (income greater than 2400 Euros per month) is significant when recommendation is the determining factor.
The incidence of geographical characteristics
The strategies pursued by the different entities determine both the structure of markets (the number and characteristics of available companies) and the manner and degree of competition in a given area. Consequently, it is important not to rule out the possibility of significant differences in the strength of preferences depending on the region in which the respective participants reside. Indeed, as can be seen in table 3, residents of most regions (Asturias, the Canary Islands, Extremadura and Valencia) tend to give greater importance to the quality of service than participants in Catalonia. These above regions, together with Navarre, La Rioja and the Basque Country attach the greatest importance to security. Residents of Galicia, Murcia and Castilla La Mancha give the greatest value to recommendation. The city variable also provides interesting results; customers are less likely to value quality of service and personal recommendation the larger the town or city in which they live. -4.898,23 Note: The results displayed come from the same estimation that those of table 3. LFV = logarithm of the function of verisimilitude. The base category of the independent variable is proximity. Method of estimation: logit multinomial. The marginal effects of those significant parameters are only shown. The standard errors appear between parenthesis. (***): significant coefficient to 1%,(**): significant coefficient to 5%, (*): significant coefficient to 10%.
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The separate estimations for banks and savings banks give similar results to those obtained in the combined estimation, so there is no apparent evidence to suggest that the probability of basing the decision on a given factor varies according to the entity considered 6 In other words, a high level of income does not necessarily lead to greater preference for the quality of service among bank customers than among savings bank customers. Nevertheless, some differences are observed in the geographical variables. In the case of savings banks, proximity and recommendation are the principal factors influencing customer choice in all regions. By contrast, customers of banks in many regions show a greater preference for the quality of service and even for recommendation than for proximity.
Choice of entity: savings bank vs. Commercial bank
Until now banks and savings banks have been considered "perfect substitutes". However, it is impossible to ignore the fact that customers make a different evaluation of the services offered by both, hence the need to estimate the probability of selecting a savings bank over a bank. As can be seen in table 4, almost all sets of dummies are significant in the choice of entity. The variables for levels of education and income -with notably higher marginal effects for the highest levels of education and income-have negative parameters, indicating a lesser tendency to choose a savings bank among individuals with high levels of education and income. We can also see that female customers show a greater probability of choosing a savings bank than men.
In terms of territorial variables, residents of Catalonia and Aragon show the highest probabilities of choosing a savings bank, while those of Asturias, Extremadura and Galicia show a greater preference for banks 7 It can also be seen that customers living in towns with populations of between 20,000 and 100,000 show a lower probability of choosing a savings bank than those in towns with fewer than 10,000 inhabitants. habitantes presentan una menor probabilidad de elección de cajas de ahorros respecto aquellas localidades de menos de 10.000
habitantes. 6 The results of the estimations are given in tables 2A and 3A of the appendix.
7 It could be argued that the geographical variables, more than capture the tendency to choose banks or savings banks in a given area, give the market share held by banks and savings banks in each area. In order to test the validity of the geographical variables an additional estimation was performed using a new variable (the ratio of savings bank branches/bank branches in each region) that controls the market share of banks and savings banks in each of the region. The results do not vary with respect to those offered here, thus confirming the existence of differences in the tendency to bank with savings banks or banks depending only on the region in which customers live. 
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The most significant result from the above analysis is the negative parameter presented by the age variable, suggesting that the older the customer, the lower the probability of choosing a savings bank. This result is surprising, since it contradicts a relatively well-known trend: the marked preference for savings banks shown by elderly customers. Indeed, 74.6% of the individuals over 75 years old included in the FRS/INMARK sample made a savings bank their first choice.
There are two possible explanations for the above result. Firstly, savings banks have a larger number of elderly customers than banks but also a larger number of young customers, thanks largely to the aggressive strategies aimed at attracting younger customers that have been introduced in the last few years. Secondly, if we study the probability of choosing a savings bank over a bank according only to the age variable, we see that the parameter of the elderly dummy acquires a very low, non-significant negative value, which tells us that the elderly age group shows the same probability of choosing a savings bank as the youngest group. However, as we control age by the variables sex, level of education, marital status and level of income, the parameter becomes significant and the value of its marginal effect increases in absolute value, indicating that elderly customers show a lower probability of choosing savings banks (see table   4A of the appendix). Put simply, elderly individuals choose savings banks not by virtue of being elderly, but because their levels of education and income are lower. Once we control these factors, age in itself actually produces a greater preference for banks than for savings banks.
In light of the above information, the profile of the customer most likely to choose a savings bank would be a woman under 26 years old, with a low level of education and income, living in Aragon or Catalonia in a town of less than 10,000 inhabitants. This prototype has an 85% probability of choosing a savings bank. By contrast, the customer most likely to choose a bank would be a man over 26 years old, with high levels of education and income, living in Extremadura, Galicia, Asturias or Castilla La Mancha in a town of between 20,000 and 100,000 inhabitants. A customer with this profile has a 63% probability of choosing a bank.
Location of the head office of banking entities
The above analysis has illustrated the influence of socio-economic and geographical characteristics on the choice of banking entity. It does not, however, consider one of the explanatory factors highlighted in the literature behind the success of savings banks: the strong identification that exists between this type of company and the region in which it is based. It is interesting to consider whether the choice of a savings bank is therefore made independently of that fact that it is from the region where the customer lives. With this aim, we estimated a bivariate probit with two equations (entity and central office) allowing the respective errors to be correlated 8 .
As can be seen in table 5, almost no variation is observed in the estimation of the entity equation with respect to the previous section. For the central office equation, the parameters of the age variable are only significant for individuals aged between 26 and 35, which is the group that shows the greatest preference for entities originated outside their region. The parameter of the sex variable is also significant and indicates that men show a greater tendency to work with companies outside their regions. The coefficients of the dummies for level of income and level of education are significant and negative, indicating that for higher levels of income and education there is less probability of banking with an entity from the same region. The parameters of the dummies that indicate the region in which participants live are also significant and show that customers from most areas are less likely to bank with an entity rooted in the same region than residents of Catalonia. Finally, the city variable shows significant parameters and reveals the greater preference for entities outside the region among customers living in towns and cities of between 20,000 and 1,000,000 inhabitants. 8 The option of regressing the entity variable on the head office variable is rejected since the fact that the company is from the region is not so much an explanatory factor for the company being chosen as an inherent feature of the company, particularly in the case of savings banks. In terms of the results, for a single restriction the critical value of the chi-square distribution is 3.84, so the likelihood and Wald tests indicate that the null hypothesis for the correlation coefficient is rejected. This implies that the equations are not independent between themselves, indicating that the disturbance of the error terms is similarly affected by random shocks. The bivariate probit estimation of the entity and head office equations is justified and is more appropriate than the univariate probit estimation. The quantitative analysis is clearest with the marginal effects. Participants aged between 26 and 45 show a far lower probability of choosing a savings bank from their region that customers aged between 16 and 25 and those over 46. In terms of sex, the results indicate that men show a lower probability (3.1%) of choosing a savings bank originated in the region than women. The probability of choosing a savings bank based within the region decreases even more considerably the higher the level of education (the probability shown by customers with higher education is 12.6% lower than that of individuals possessing only primary education) and level of income (customers with income above 2400 Euros are 15.3% less likely to choose a savings bank from the same region than those with income of less than 900 Euros).
As was expected, the spatial variables influence on the probability of choosing a savings bank originated in the region; customers in Catalonia show the greatest probability of choosing a savings bank from the same region, whilst customers living in La Rioja, Castilla La Mancha and Extremadura showed the lowest levels of probability 9 . In terms of the type of city, individuals from the smallest towns considered (less than 10,000 inhabitants) are the most likely to choice a savings bank based in the same region.
From the information presented thus far, it can be deduced that the prototype of the individual most likely to choose a savings bank from the same region is a woman aged under 26 or over 46, with a low level of education (primary education or below), a low level of income (lower than 900 Euros) and living in Catalonia in a town with fewer than 10,000 inhabitants.
Customers with these characteristics have a probability of around 84% of choosing a savings bank originated in their region. The opposite extreme is a man aged between 26 and 45, with a high level of education (higher education), a high level of income (over 2400 Euros) and living in a town of between 20,000 and 100,000 inhabitants in Castilla La Mancha, Extremadura or
Murcia. An individual showing all of these characteristics has a 26% probability of choosing a saving bank based in the same region.
Having defined the profile of the customer most likely to choice a savings bank from their region, we then used the bivariate normal distribution function to determine the overall probability of choosing either a bank or a savings bank from the same region. The results indicate that the probability of choosing a savings bank whose central office is located in the 9 Within a given region, the probability of choosing a saving bank based in the same region will obviously vary according to the socio-economic characteristics of the individual. So, for example, the average probability of choosing a saving bank based in Madrid presented by a customer living in the region is 50%, the highest and lowest values being 74% and 36% respectively. same region as the customer is very high (59.32%), thus confirming the strong link maintained between savings banks and their primary geographical area. On the other hand, the probability that residents of a given region will choose a bank from the same region is very low (only 
Conclusions
The aim of the present study was to identify the factors that influence the choice of banking firm among customers in Spain. The results obtained confirm that the proximity of branches is the most common factor considered by spanish customers when choosing their preferred banking firm. Personal recommendation, quality of service and security are also considered and are given far more importance than the price of the services offered. It seems, then, that spanish customers give greater value to the extrinsic features of firms than to the specific characteristics of the services that they require. This is perhaps because the extrinsic features, since they cover the general aspects of the respective banking entities, as easier to evaluate than the specific features, often perceived as relatively homogeneous between different companies.
Despite the growing symmetry in the spanish banking market, the preferences expressed by customers of savings banks and banks do not altogether coincide, since while savings bank customers give greater importance to the proximity of branches, bank customers attach more value to the quality of service provided. Clear differences were observed in customer preferences according to region of residence; residents of Catalonia were the most concerned with the relative size of the network of branches (proximity) and residents of Asturias and Extremadura gave the greatest importance to the other features.
The characteristics of individual customers logically condition their preferences. So, for example, older individuals give greater consideration to transport costs and rely less frequently on recommendation. Customers with higher levels of education and income are less concerned with the proximity of the bank and give greater importance to the quality of service offered.
These attributes also determine the probability of choosing a savings bank over a bank; the customers most likely to choose a savings bank are women under 26 or over 45, with a low level of education and income, living in Aragon or Catalonia in towns with less than 10,000
inhabitants. By contrast, customers with the highest probability of choosing a bank would be men between 26 and 45, with a high level of education and income, living in Extremadura, Galicia, Castilla La Mancha or Asturias in towns with between 20,000 and 100,000 inhabitants.
The probability of individuals choosing a savings bank from their region is particularly high, the highest value found in Catalonia and the lowest figures recorded in La Rioja, Castilla La Mancha and Extremadura. Residents of smaller towns (less than 10,000 inhabitants) are more likely to bank with savings banks originated in the area. The strong presence of banks across the entire country, the restrictions that until 1989 prevented savings banks from operating outside their regions, and the existence of switching costs explain why banks from other regions are more likely to be chosen that savings banks located outside that the region of residence. -3.172 Note: LFV = logarithm of the function of verisimilitude. The dependent variable is a qualitative variable that represents the reasons for choice proximity, quality of the service, security and recommendation. The base category of the independent variable is proximity. Method of estimation: logit multinomial. The marginal effects of those significant parameters are only shown The standard errors appear between parenthesis. (***): significant coefficient to 1%, (**): significant coefficient to 5%, (*): significant coefficient to 10%. 
